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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 

 

BOND AMENDMENT STAFF REPORT 

 

ISSUE:  In connection with a proposed substitution of a confirming letter of credit, 
Scientific Specialties Incorporated (Scientific Specialties) requests an amendment to 
certain documents related to the California Economic Development Financing 
Authority’s tax exempt Variable Rate Demand Industrial Development Revenue Bonds, 
Series 1998 (Scientific Specialties Incorporated Project) (1998 Bonds).  The 
amendments will extend the maturity date of the 1998 Bonds by five years..  

 

BACKGROUND INFORMATION:     

On February 25, 1998, the California Economic Development Financing Authority 
(CEDFA, as the I-Bank’s predecessor) approved Resolution C98-12 authorizing the 
issuance of industrial development tax-exempt bonds in an amount not to exceed 
$2,400,000 on behalf of Thurman Street Company, LLC (Borrower).  Thurman Street 
leases a manufacturing facility located in the City of Lodi to Scientific Specialties, a 
corporation that manufactures rubber and plastic products used by research institutes, 
hospitals and universities. 
 

The proceeds of the 1998 Bonds were used for the acquisition of construction of a 
52,000 square foot manufacturing facility on 5.2 acres and acquisition of related 
manufacturing equipment such as injection molding and automated packaging 
equipment. The Staff Report dated February 1998, and a copy of Resolution C98-12 are 
attached for a more complete description of the project and financing structure (see 
Attachment A).  

 

The 1998 Bonds were originally secured by a direct pay letter of credit (LOC) from Bank 
of Stockton, with a confirming letter of credit from Bank of America.  In 2007, the I-Bank 
approved the substitution of Bank of America’s confirming letter of credit with a 
confirming letter of credit issued by The Bank of New York.  The process for the 
substitution of the confirming letter of credit was completed pursuant to specific 
provisions in the financing documents and did not require I-Bank Board action.  

 
NEED FOR AMENDMENT:  The current confirming letter of credit issued by Bank of 
New York is set to expire on April 1, 2010, and The Bank of New York has notified the 
Borrower that it has elected not to extend the terms of the confirming letter of credit. 
Because The Bank of New York will not be extending the term of its confirming letter of 
credit, the Borrower is proposing to substitute a confirming letter of credit to be provided 
by the Federal Home Loan Bank of San Francisco.  Standard & Poor’s is expected to 
assign the 1998 Bonds a credit rating of “AAA/A-1+” based on the Bank of Stockton 
LOC and the confirming letter of credit from the Federal Home Loan Bank of San 
Francisco. 
 
As a condition to issuing its confirming letter of credit, Federal Home Loan Bank of San 
Francisco is requiring an extension of the maturity date of the 1998 Bonds.  It is the 
extension of the maturity of the 1998 Bonds that triggers the need for amendments to 
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the financing documents.  Specifically, amendments are needed to the Indenture and 
Loan Agreement, and a second supplement to the Official Statement will be issued by 
the Borrower.  New TEFRA hearings were conducted on February 18 and 22, 2010. The 
extension of the maturity of the 1998 Bonds also requires bondholder consent and will 
result in the reissuance of the tax-exempt 1998 Bonds for tax purposes.  Because the 

proposed amendments require bondholder consent, they do not fit within the scope of 
the Executive Director’s existing delegated authority established by Resolution 08-35.  
 
RECOMMENDATION:  Staff recommends approval of Resolution 10-06 authorizing 
amendments to the 1998 Bonds financing documents to extend the maturity date for the 
California Economic Development Finance Authority tax-exempt Variable Rate Demand 
Industrial Development Revenue Bonds, Series 1998 (Scientific Specialties 
Incorporated Project) in connection with the borrowers proposed substitution of the 
confirming letter of credit. 
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ATTACHMENT A 
February 25, 1998 Staff Report and Resolution C98-12 
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